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3 Alleged Withdrawal of Chine's Becond
Five=Yeour Pian

1. 3 December, 1958 Agence France Presse report Iirom

MM-W& 5 'f:ﬂ relay information from a2 "most re-
liabls seures" in ing~~states that at a plenary session
of the Central Committee of the Chingme Comsunist Party be-
tweon 10~18 November it was de¢ided to withdraw the Secend
PiveeYear Plan &raft and to draft a new one using prisciples
whick would lead to a notable reorientation of the sation's
seonomy, This story probably came from the AFP correspondent
in Peiping, Jacqgues lLoeguin, Loeoquin is believed to have
fairly M contacts in the Chinese Communist capital, but is
given to spectacnlar, colorful and sometimes ineccurate report-
ing. He has, however, been used in the past by the DPeiping
suthorities for reloase of miagr stories, such as the invita-
tion m:m to Amveriosn newspaper correspondents,

‘2, The ATP article alleges that recent events in Hungary
aod Poland contributed to the decision to withdraw the Seoond
Five~Tear Plan, It is» d&iii@a!t to tell vhether the article
was veferring to the enhappy experiences of thepe countries
in fpllowing economic misics which led to a drastic dispro-
portion betwsen in s in the mesns of production and ad-
tm ins the people's liveliheod, or to possible damage done

dﬁt ﬁmni of Boviet Bloc countries by events of

W

3. Aocording to ATFP, the "primciples” of the new eco~
nonic strategy teo be :Eunmﬂ in Chioge include:

A. The eancellation of seme US §100,000,000
in contraets for big factories which have been
placed abroad;

B, A shilt from "gigaatic projects” to the

guicker returns of "small but versatile factories”
producing ssall equipment and tools;
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C., An attenpt to reduce coats 2{ imperting
ron neighboring ceuntriss items which they can
produce mers chesply than Chima can (inmelundiug,
perhaps, the exchange in Far East and Scutbeast
Asis markets of raw materisls for cheap conmumer
goods); and

p, brastic cute in capital invesiments in
order that salaries and pessant incomes may be in-

4. Peiping has been sparing indeed of detalls concern~
ing what tranmpired at the plemary sesaion, Texis of the
sajor » "bave noet beon released. Chou En~lal was Te-
ported to have maid that there should be in 1987 "suitable
retrenchaent™, within the framevork of coatimued progroms, in
fields where thers bad been “overspending” in 1988, Official
releases contained no saggestion that changes in the Becond
Five-Year Plan were coasidered.

5., It is doubtful that the Chinese Communists have
uade, or mre about to make, substantial revisions ia thelir
stated scoaenic mllci‘:t emphasizing the rapid expansion of
hoavy industry., Nelt is & substantial cst supocted in
target figures, eitber for 1857 or for the Second Five-Year
Plxn, A major change in Peiping's exporti-import progras is
favor of imperting large guantities of cheap consumer goods
from neighboring eountries--Japas is the only ohvious candi-
date--at the expenss of imports in support of heavy industry
is alse unlikely. It is poesible that Peiping may wish to
imcrease 1ts imports of consumors goods provided it can open
warkets for raw materisls which it is fiading diffienlt to
sell at present. Eimer slterations designed to bring fringe
benefits to the (kinese consumer are possible and have indeed
been the suhject ¢f a series of sctions taken by Deipiag in
recent sonths, These include the freeing of ¢ shavrply liwmited
portion of domestic trade from absolute state control aad &
promise to narrow ihe price differentisl between agricultural
products and goods sold the peasant,

6, Am fsr a¥ we kpow the Second Five-Year Flan ie still
in the drafting stsge. The statement made by Chou Em-lai te
the Zighth Party Congress had to do with the "basic tasks" of
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SUBJECT: Alleged Withdrawsl of China's Second Five-Year Plan

bably not be relessed
25X1D1a

25X1D1a NSA

NSA

be ausumed that the plan outline preseniec
te the ﬂt&tﬁt art Congress was formulated in light of what
XD (he Soviets were T si1iing to provide, making it dombtful thbat
sajor vevisicus sre nOw DNOCOSSRFY. The tone of the Chinese
econonic coments over the past fow months, espeaially
thoss 2alling !w an “unprecedented sconomy drive,” is remni-
mtﬁmﬁtbmmmamulmmm
longed tations leading to foviet commitments for the
First mwm Plan,

N
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